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SUBJECT: ADB TECHNICAL ASSISTANCE TO BURMA FOR MYANMA ECONOMIC 
BANK 

REF: MANILA 17295 

BEGIN SUMMARY: EMBASSY RECOMMENDS FAVORABLE NAC ACTION ON 
SUBJECT PROPOSAL. THE MYANMA ECONOMIC BANK, IF IT PROPERLY 
IMPLEMENTS ITS LEGAL CHARTER, COULD PLAY A CRUCIAL ROLE IN 
BURMA'S ECONOMIC DEVELOPMENT. OUTSIDE OBSERVERS BY THEIR VERY 
PRESENCE COULD HELP TO PREVENT ATTEMPTS TO UNDERMINE A LESS 
CENTRALIZED SYSTEM AND GIVE ENCOURAGEMENT AND ADVISE TO THOSE 
ON THE TECHNICAL LEVEL WHO ARE UNFAMILIAR WITH PROCEDURES 
CALLING FOR INDIVIDUAL OR CORPORATE INITIATIVE. THE TECHNICAL 
ASSISTANCE PROGRAM SHOULD GIVE ATTENTION TO MDTH PS OF BUILDING 
UP DOMESTIC SAVINGS TO HELP FINANCE THE GUB'S INVESTMENT GOALS. 
END SUMMARY. 

1 . EMBASSY CONCURS WITH USADB IN SUPPORTING SUBJECT PROPOSAL 
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AND RECOMMENDING FAVORABLE NAC ACTION. 

2. THE MYANMA ECONOMIC BANK (MEB) SERVES AS BURMA'S COMMERCIAL 
BANK AND DEVELOPMENT BANK FOR THE NON-AGRICULTURAL SECTOR. 

BY LAW THE BANK IS EMPOWERED TO UNDERTAKE SAVINGS BUSINESS 
INCLUDING THE ISSUANCE OF CASH CERTIFICATES, SAVINGS 
CERTIFICATES AND SAVINGS STAMPS. IT CAN CONDUCT SMALL LOAN 
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BUSINESS; SELL OR HOLD PROPERTY OR OTHER COLLATERAL PLEDGED 
AS SECURITY FOR LOANS; ACT AS EXECUTOR OR TRUSTEE IN SETTLE- 
MENT OF ESTATES; AND UNDERWRITE, NEGOTIATE OR MANAGE ANY 
ISSUE OF LOANS, DEBENTURES OR SHARES. IT IS ALSO AUTHORIZED 
IN ADVANCE LOANS TO ENTERPRISES IN ACCORD WMCE WITH DEVELOPMENT 
PLANS, SUPERVISE THE LOANS TO SEE THAT THEY ARE UTILIZED IN 
ACCORDANCE WITH DEVELOPMENT PLANS; AND BORROW MONEY INSIDE 
OR OUTSIDE THE COUNTRY FOR THE PURPOSE OF ECONOMIC DEVELOP- 
MENT. IT IS ALSO TO ASSIST THE STATE IN THE FINANCIAL 
SUPERVISION OF ECONOMIC ENTERPRISES INCLUDING COOPERATIVE 
AND PRIVATE ENTERPRIEES; GUARANTEE FINANCIAL OBLIGATIONS; 

AND PROVIDE FOR THE PROCUREMENT OF MANGERIAL AND TECHNICAL 
ADVICE AND SERVICES FOR ECONOMIC ENTERPRISES. 

3. HENCE, THE MEB COULD PLAY A CRUCIAL ROLE IN BURMESE 
ECONOMIC DEVELOPMENT. ON THE OTHER HAND, AS WITH MANY OF 
THE GUB'S REFORM MEASURES, ITS ROLE COULD BE IGNORED OR 
STIFLED THROUGH EXCESSIVE CENTRAL CONTROL TO THE EXTENT 
THAT IT MIGHT BECOME JUST ANOTHER BUREAUCRATIC HINDRANCE 
TO EFFICIENT ECONOMIC OPERATIONS. FURTHER, THERE ARE THOSE 
WITHIN THE GUB WHO OPPOSE DECENTRALIZATION AND PERHAPS 
WOULD ATTEMPT TO UNDERMINE THE MORE INDEPENDENT OPERATIONS 
OF THE BANK. OTHERS THROUGH LACK OF FAMILIARITY WITH 
INDIVIDUAL AND CORPORATE INITIATIVE MIGHT TEND TO PREFER 

TO RELY ON CENTRAL DIRECTION. THE EXISTENCE OF AN OUTSIDE 
GROUP OF ADVISERS MIGHT WELL HELP PREVENT ATTEMPTS TO UNDER- 
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MINE THE SYSTEM AND PROVIDE STIMULUS FOR MORE INDEPENDENT 
ACTION. 

4. ONE IMPORTANT ASPECT THAT THE TECHNICAL ASSISTANCE SHOULD 
CONSIDER IS A METHOD TO ENCOURAGE AND BUILD UP SAVINGS WITHIN 
THE LEGAL BANKING SYSTEM. GUB INVESTMENT TARGETS IMPLY THAT 
DOMESTIC SAVINGS MUST GROW FROM ABOUT 9 PERCENT OF GNP AT 
PRESENT TO AROUND 17 PERCENT BY 1981/82. IF BURMA IS EVEN 

TO APPROACH THIS RATE, PUBLIC ATTITUDES AND BANKING PROCEDURES 
MUST UNDERGO A DRAMATIC CHANGE. THE PROPOSED T.A. COULD LAY 
THE GROUND WORK FOR SUCH A CHANGE. 

BEAN 
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